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1. This publication contains current intelligence exclusively
and therefore has not been coordinated with the intelli-
gence organizations of the departments of State, Army,
Navy, and Air Force.

2. This copy may be either retained, or destroyed by burning
in accordance with applicable security regulations, or
returned to the Central Intelligence Agency.

WARNING

This document contains information affecting the na-
tional defense of the United States within the meaning
of the Espionage Act, 50 U.S.C, 31 and 32, as amended.
Its transmission or the revelation of its contents in any
manner t0 an unauthorized person is prohibited by law.
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} .
The Ianus~fuced rature of the Soviet Union's current
Yavnce offensive’” wes graphieally demensivaied this neek
virea withia three days theé USSR agreed to hold 3 confarence

o Lz navigation of the Danebe and then “walked out’ of the
R ]
L

i ueeasznt gstgnsiely coucilintiny tatiles {(sec page 7V, Cn
the -otler hand, the Kremlin may have decided, as' n means
of consolidating its own zone or sxtorting more advantageous
working arrangements from thg western powers, to abandon
completely the facade of four-power control of Germany’s
capital. (The ireplications of this step are discussed in the
Appendix.) The USSR will presumably claim that it was
“forced’’ to withdraw by the London agreements regarding
western Germany. . ’ S C

Soviet consolldation efforts continue apace in the -

Satellite areas where the rabid internationalists are clearly

ining ground over their feilow Comraunists who favor some
autonomy for the Satellite nations. A realisnment of Commu-
nist factions now under way tn most of these states is taking
power away from the “‘moderate’ Communists (sce page 6).
Meanwhile, Doth the USSE apd the Satellites are confronted
by sizeable economic difficulties which Have been brought
on by the US embargo on shipments of strategic raw waterials
to these ccuntries (see page 6). AN "

The French Assembily, as was expected, has by a
rarrow margin voted its acquiescence in the London agree-
ments concerning western Germany. The Schuman Govern-
ment, however, must still maneuver through severz! domes-
tic squalls befgre it will have weathered the present storm.
The success of the government's wage stabilization program,

for instance, will remain uncertain until late summer (see page 4).

s
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5 e Borlin Xompaandafurs meeting. ‘the Soviet Union can
befd 2 Vanube conferznce st this vime without making nay reul -
Cmreessiong) it has therefore acieated to do o in the vels of

7/

Declassified and Abproved For Release 2013/02/19 : CIA-RDP78-01617A002000050001-3




i

\

. , .

Declassified and Approved For Release 2013/02/19 : CIA-RDP78-0‘I617A002000050001-3 L

SECRET

v

Eizewbeore in western Europe, the Benelux countries have

given new evidence of their determination to achieve compleie
econnmic union by 1650 (see page 3). In Italy, enti-Communist
lezders and pro-Communists are serambling for contro! of

the Left Wing Socialist Party Congress scheduled for late

June, and the Ceommunisis are intensifying their chbstructionism
In an efiort o cdiseradit the govexrnment and stem the anti-Com-
mmist tide {see page 5). '

Although the UN truce in Palestine has so far been
senerally effective, exircme tension througheut the country,
the determination of both Jews and Arabs to gain maximum
military advantage during the truce, and the inability of the
Israeli regime to control its rmhtary extremists may lead
indirectly to the resumption of fuil-scale hostilities (see
page 9). The USSR has sought to establish a precedent for -
future participation in UN activities in Palestine by its efforts
to take part in UN observation of the truce.

There has been no lessening of tension in India where
peaceful settlement of the India-Eyderabad dispute has beea -
indefinitely postponed by 2 breakdown in negotiations. India
and Pakistan are stil! maintaining troops in the- disputed areas
of Kashmir (see page 12). .

Developments in the Far East have in general run true
to previous form. Opposition to Chiang Kai-shek is growing
in China, the political situation continues uncertain in Korea
and Burma, and the Dutch and Indenesians appear even further
frof agreement (see page 15).

In Latin America, the Ecuadoran Government, through
its somewhat unorthodox attempts to prevent a coup by the
supporters of presidential candidate Galo Plaza, may be
inviting a revolt by the Conservatives who apparently polled ’
a majority in the recent presidential elections. ‘The Busta-
mante regime in Paru may be losing its surely-needed army
support (see page 17).

- ‘} s
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WESTERN EUROGPE

Renewed Benelux determination to achieve compicte
ecomomic union by 1950, despite economic and political Qiffi-
culties, is indicated by the ambitious plans recently drawm up
by cabinet members of Belglum, the Netheriands, and Luxem-
bourg. These new measures, approved by the three govern-
menats, are designed to raconcile more effactively the austere
ceritrolled economy of the Netherlands with the prosperous
and freg-trade economy of Belgium and Luxembourg. In’
gereral, the plan is to relax govarnment coatroi of the
Netherlands economy gradually and to bring it into line with
the free-enterprise economies of Belgium and Luzembourg.
The effectiveness of these measures will depend in large
part upon aid from the European recovery program. As the
means of obtaining the additional credits needed, the Benelux
countrigs are considering a possible long-term US loan to the

- Netherlands, to be guaranteed by Belgtum. The ability of
the Benelux countries to athieve complete union of their
econcmies, a union which would create the third-largest
trading area in the world, may not become evident before the
end of 1948, C ‘

GERMANY

The London decisions caused an unfavorable reaction
in western Germany largely because of continued German
- hostility toward all {oretgn intervention. The unfavorable
German reaction is based on the specific beliefs that: (1)
‘internationalization of the Ruhr will be a violation of German
Sovereignty comparable to the annexation of the eastern
German areas by Poland; (2) the projected west German -
government does not approach the degree of autonomy desired;
and (3) the entire structure of the projected government will
be imposed upon Germany by foreign powers withcut partici-
pation in discussions by German representatives,

\
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FRANCE

The French Government's price stabilization pr
will remain on the eritical list until late summer, although
French production is sounder in wind and limb than at any
time since the end of the war. Non-Communist labor leaders
have been conferring with government leaders in the hope of
encouraging price réeductions in steel and consumer goods.
At the same time, the French Government realizes it will
prooably be necessary tc raise the price of cereal grains in
order to make certain that farmers will place their grain on
the market instead of feeding it to livestock. Thus, any re-

- duction in the Frenchman’s cost of living resuiting from a
price decrease in steel and certain consumer goods will be
partially offset by an increase in cereal grains, textiles,
leather goods, and non-ferrous metals. In its unenviable
position of attempting tc be all things to all economic groups,
the French Government will probably grant a price increase
here and a price reduction there, all the while marking time
until increased producticn can take over the job of stabilizing
prices at a satisfactory level throughout the price structure.

De Gaulle’'s recently-launched atie to diseredit
the Schuman Government and its supportﬁ'izgn center parties
appear to be encountering a political and economic realism
new to popular French thinking. The average Frenchman now
seems to realize that political extremism from either the
Left or the Right can only result in continued economic in-
stability and a gradual breakdown of persoanal freedom. As

" a result of this growing French realism and a general feel-
ing that De Gaulle’s extremist atiacks place political expe-
diency above national unity, the General’s influence in French °
- . politics may be on the wane.

ITALY

- _An effective ‘‘third force” for Raly is a 50-50 propo-
sition as the dissident anH -C ommunist leaders and the pro-
C ommunists scramble for control of the Left ng Socialist

S
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Party Congress which is scheduled to convene at Genoa on
27 June. K the dissident group succeeds in purging the party
leadership of pro-Communists, an independent Socialist party,
including thé moderate Socialist groups of Lombardo and
Saragat, may emerge as g cohesive leftist group. This new
party would be capable of drawing working~class members
away from the Communists and contributing solid support to
the economic reforms of the coalition government. To counier
such rebel action and retain their control of the Lett-Wing
Socialists, the Communists have offered to relinquish to the
' Socialists some Communist seats in Parliament. In addition,
.~ the Communists will probably attack the ‘‘reactionary”

character of moderate Socialist Lombardo who has said that

- certain Marxist economic policies should be scrapped in
favor of free-enterprise methods. | ' o

, talian C 5{s are'intensifying their obstruction-
ism both within Parliament in an effort to discredit
the Government and to stem the anti-Communist tide of the
past several months. Communist rowdyism and interference

- with corrective economic legislation is commonplace in both
the Chamber of Deputies and the Senate. Outside Parliament,
the Communists continue to stress their role as the champion
of the working man by encouraging strikes for higher wages
in both agriculture and tndustry. Such a campaign has the
double advantage of enhancing the prestige of Communist labor
leaders and hampering government efforts to check the infla -~

‘tionary spiral and attain general improvement throughout the a
economy. ' : o -
-5-
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EASTERN EUROPE

The US embargo on shipments of strategic materials
to the USSR and Satellite nations is causing considerable
difficulty in the Soviet Union, Poland, and Czechoslovakia.
in the USSR, the US embargo is impeding industrialization
of the Soviet economy and forcing the Soviet Union to seek
other sources for hadly-needed machinery. Because many
of these machines are produced only in the US, the USSR is
now increasing production of these types, many of them copies
of machines previously received from the US. The diversion
of plants and materials for this program further cuts dawn \
the overall productivity of the Soviet economy. ‘

In Poland, US export restrictions have been most
directly felt in the steel industry. These restrictions have
prevented delivery of a blooming and slabbing mill, which

is important to the expansion of Poland’s steel industry and
is a major component in Poland’s war potential. The Polish
Government must, therefore, now decide whether to continue
its efforts to obtain dollars by trading with the west or to -
resort to bilateral ‘‘barter’’ agreements and to further eco-
nomic orientation with eastern Europe and the USSR.

In Czechoslovakia, the US embargo of copper exporis
threatens to cripple strategic indusiries and add to the short-
ages of matertals vital to the Czechoslovak economy. The

'~ Government’s extreme concern over the lack of copper is

* indicated by its reported maneuver in securing the reghip-
ment to Czechoslovakia of a 500-ton lot of US elecirolytic copper
ordered by the Principality of Liechtenstein. Irom ore is
ancther material in critically short supply. The USSR seems
reluctant to supply any emergency shipments of iron ore o
tide over the Czechoslovak industries.

gaining ground over those Communists who favor someautmomy
for the Satellite states. As a result of Soviet efforts tocon~- , -
solidate the rposition‘of the USSR in eastern Europe, a reallgnment
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of Communist factions has already ‘begun in Yugoslavia and
Czechoslovakia. Hungary and Bulgaria are rumored to be
next on the list. In Yugoslavia, the issue has already been
decided in favor of such Moscow-dominated leaders as Tito
and Rankovic. In Czechoslovakia, the ‘‘moderate’’ Gottwald
* has been booted upstairs to the presidency in order to make
way for the radical trade-union boss, Zapotocky. In Bulgaria,
Dimitrov and the internationansts are rumored to be in process
- of uprooting the ‘‘moderate’”’ Communists. In Hungary, recent
statements by Deputy Premier Rakosi probably indicate a

tightening of the Hungarian Communist leadership in the near
future.

The recent Soviet " ‘reduction” of Hungarian and
Rumanian reparations is virtually meaningless in terms of
actual economic benefits, but it will enable the USSR to pose
before the world as the real champion o:f peaceful postwar re-
construction in Europe in contrast to * imperialist aid proffered
by Wall Street.”’ This Soviet ‘‘benevolence’ is also an attempt
to counterbalance the impression which may be made on the
Satellites by a promising beglnning of the European recovery
program

SOVIET UNION

Soviet agreement to hold the forthcoming Danube Con-

ference fits in with the Kremlin's current * peace offensive,’’
_but does not necessarily represent a preliminary step in the
~ development of a2 more conciliatory Soviet policy toward the

. west. The Kremlin can hold the conference at this time with-
out making any real concessions because: (1) the Soviet bloe
will have a comfortable 7-8 majority; and (2) pseudo~concessions
can be made (such as agreement on the principle of freedom of
navigation or participation of Austria as an observer at the con-
ference) without endangering Soviet de facto control of the Danube
from Vienna to the Black Sea.

-1-
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GREECE

' The resuwaption of Bulsurien. Greek diplomatic »

1aticens would prabably br{ng, about lithe immediate im*}rc*‘**—-
ment in the Balkan situation althomgh it might sunerficinliy
case the tension between Greece and Bulgaria, ané even Lo -
twnen Greece and the other northewn aeighbors. The nrablom
3 a Rnotty one despite the zvowed willingness of the fwe gov-
ornmenis to resumae negotiations. f"nwri‘., for ins tmce, in
prchminary chusqi&n.:, has referrzd to the ner'fossz-.y oy
czrtain “‘adiustments’’ before 2n @ ”s"m"e of yepresent tivey
can take place. These ”adjustmeni.s min‘hc well turn out to
te Bulgarian demands that Greece publicly disavow iis terri-
torial claims or other demands sc unaceeptable that the nege-
tiations would fail at the cutset. I such an event, not only
Bulo'aria but the other Satellites and the USSR Weuld 'xtt eropt

o align world opinion against the “‘monavcho-fascist’’ CGreei:
Govemment for its failure tc cooperaie in the interesis of
world peace. Even if preliminary negotiations should ssceeed
and representatives were exchrnged, Greece woeld probanly
set little satisfaction froni th? Bulzarian Government on such
sz:o.iﬁc problems as the kidnapping of Greek children, Satel-
lite aid to Markos, the return f iocled proporty and waieriel,
way reparations, and Bulgarian vioiations of the Worid War II
peace treaty. The Greek Goverament spparently fecls, how-
ever, that the fatlure to obtain imrnediate adjustment of these
problems will be cutweighed by the future possibiilty thai the
resumption of relations with Bmgar;a will eveniually provide
an cpening for constructive cimmm'ztw achon on the vart of
Greece and its western supgorier
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NEAR EAST - AFRICA
PALYSTINE |

The UN truce has been generany effective =0 far, but
extreme tension throughout Palestine and the He?ermination
of both Jews and Arabs to grin surreptiticusly ail pogsible
nilitary advantages during the truce period may crezte inei-
dents leading to the resumption of full-scale hostilities. Per-
haps the greatest danger lies in the admitied inability of the
Provisional Government of Israel (PGI) to control the Jewish
inilitary extremists, the Stern Gang and the Irgun Zvai Leumi.
Although these forces nominally are a part of the Israeli Army,
they retain their group identity and continue to advocate an
extremist political program for the inclusion of all Palestine
and Transjordan in the Jewish state. Their independence of
action is illustrated by a recent anncuncement by an Irgun
leader that a new political group, known as the ‘‘Jewish Move-~
ment for Freedom,’’ has been formed to carry on an under-
ground struggle outside the present frontiers of i{srael.

Even if Arab and Jewish observance oi the truce con-
tinues to be generally effective, four weeks provide little time
to UN Mediator Bernadotie for dealmg with the fundamental
problem of arranging a modus vivendi between Arab and Jew.
A factor favoring him is that fighting has for the moment
ended in a virtual stalemate, which may operate against re-

- sumption of hostilities. The unresolvable issues of immigra-

tion and Isracli statehood remain as perststent negative factors.

The recent Soviet r%est to take part in UN cbservation
of the truce is an obvious attempt to establish a precedent 10T

. future participation by the USSR in UN activities in Palestine.

The Soviet representative has even hinted that his country would
be satisfied with tcken participation, thus indicating that the
USSR is willing to sacrifice equality with other powers on the
Truce Commission in order to be able to get in at all. The
Kremlin undoubtedly considers that Soviet participaticn would
tmprove its capabilities for intelligence activity and liaison
with local pro-Soviet elements. Security Council rejection of

-9.
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'~ the request has given Soviet oropagandists 1mproved eppor

tunities for comparing US-UK “imperialism’’ and ‘‘ofl diplo-
macy’’ with the Soviet efforts to aitain a "just and equitable’’
solution of Palestine’s problems. \

Actually, the USSR does not appear at present to be
concerned about the nature of the states set up in Palestine.
Just now, the Fremiin is primarily interested in seeing that

_ independent states are esmbltshed which will either be

susceptible of control by ° progressive forces’’ or so divided
and weakened internally as to be of littie political and strategic

~ value to the US or UK. The USSR, which currently supnorts .

Israel because it considers it the best medium for infiitration
of the Middle East, would as readily recognize and support an
independent Arab state in Palestine. -

The military situation in Palestine when the UN’s

- cease-fire became effective on 11 June 1S shown on the accom-

panying map. Jewish forces hold the coast from Jaffa north to
the Lebanese border and thereby control all of Palestine’s -
main seaports. The Jews also control Eastern Galilee, except
for two Syrian Army footholds at Malikya and scuth of Lake
Hule. Although the situation in most of Western Galilee is

-confused, the Jews hold a land bridge connecting the coast with -
' Eastern Galilee. The Old City of Jerusalem is held by the Arabs,

and the New City is almost completely cut off from reinforce-
ments. King Abdullah’s Arab Legioa still commands the Tel
Aviv-Jerusalem supply route. Some twenty Jewish settlements
in the Negev, though still in Jewish hands, are isolated by .
Egyptian troops. Egyptian forces hold the coast from Gaga

to Isdud and are maintaining a link between this salient and
the area which they control between Beersheba and Jerusalem.
Arab troops are at Lydda and Ras el Ein (the source of Jeru-
salem'’s water supply), only ten miles or so from Tel Aviv. In
the north, Arab forces are in control of the important Jenin-
Neblus: Tulkarm triangle and are in a position to threaten the
Haffa -Tel Aviv communications west of Tnlkarm.

-1a. S
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PALESTINE

Further delay in French recognition of Israel may ho
capecied as a result of the recent Arab-Jewish riow in exsiern
foronce, which mnrkec the first such public viclence since the
u}** nf Noﬂd War 1§, The French Government has besn gravely
convarned with the rather delicaie internal poittieal situation
in its North Afriean terrifories since the cutbreak of the Prlés-
tin: conflict, The French are exivomely apxicus to aveid either
antagonizing the Arab nosulations in Noxth African possssuions
ur presenting the rabid nationalists in these same arens wilk
proecenents upon which o base iheiv own claims o indepenuence.

MAN

‘The election of Abdol Hosein Hajir as prime minister

of Iran presages no significant change in Tranian policy, domes~
tic or foreign. H Hajir succeeds in forming a cabinet, he should
be abie {o promote more harmonious relations between the Shah
and the government: he is reportedly on good terms with the
Shah and obviously has the approval of the Qavam faction, with-

- outl whose sugport he could scarcely have obinined a majority
vole in the Majlis. Hajir is both friendly to the west and strongly
nationalistic.

TURKEY ' .

Reports that Turkey is sending arms fo tue Arabs are
almest as persistent a8 ofsicial TurkiSh denials of e dﬂemu '
tions. The Government, although admitting that some ‘‘fowl~
ing pieces and bivnderbusses’’ of ancient vintage may have been
smuggled into Syria, reiterates its policy of adhering to UN
obligations. Turkish officials alse point ocut that Turkish-US
relations would become impossibie if the Turks were {o deliver
arms to the Arabs while the Turkish armed forces are being
re-equipped and modernized by the US. The Turks have made
no secret of their sympathy for the Arab cause, beheving as
they do that the Palestine troubles jeopardize Tur‘key s security,
but they certainly would not be so foolish as to permit shipment
of arms from Turkey to the Arabs in contravention c'f aUN

- measure supported by the us. :

RS § I
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 INDIA-PARBTAN |

No peaceful settlement of the Indiz-Hyderabad dispuie
seems likely in near futore. After ten months, the negotia -~
tions for the accession of Hyderabad have broken down, and
bath moderates and extremists in Hyderabad have become so
incensed against India that, if a plebiscite were held, accession
would probably be voted down, Hyderabad (whose belligerent
attitude may be partly inspired by Pakistan) is smuggling arras
from Pakistan and preparing for war, -India has announced
that it intends to pursue into Hyderabad any raiders who
violate Indian territory and to demand full compenseation for
damage done to Indian property. Moreover, the Government .
of India, which 1S continuing its gasoline embargo agaiast
Hyderabad, will probably enforce additiocnal economic sanc-
tions. Open and declared war is not expecied: Hyderabad has
no efficient fighting force, and India would hesitate to divert
any sizeable force from the critical Kashmir area. The )
danger exists, however, that armed Razakers (Hyderabad
extremis{s) will create a series of incidents that wili provoke
Indian reprisals and thus bring on guerrilia warfare. -

In Xashmir, there have been no significant develop-
ments during the week although neither India nor Pakistan has
withdrawn its forces from the disputed area. As the Security
Council’s Kashmir Commission assembles in Geneva, the Gov-
ernment of India is giving wide publicity to the allegedly illegal

~presence of Pakistani troops in Kashmir. _

SOUTH AFRICA

South Africa, which has lived beyond its means ifor a

“number of years and is now dipning dangerously into gold re-
' serves, is confronted with the economic necessity of reducing
imports of luxury items ! which are obtained chiefly from the
US ). South Africa normally has a trade deficit which it makes
up by exporting gold, but sales of newly-mined gold have been
insufficient to pay for its greatly increased post-war imports.
The apparently inevitable restriction of non-essential imports
will be particularly unpalatable to the Malan Government be-
- cause it came into power partly as a result of generai irrita-
tion over economic controls.
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IRAN

: Soviet pepetration of Iranian atr transportation appears
- likely within the near future. ' past several months,
pro-Soviet Iranians have been buying stock in Iranian Airways
(Iranair) in an effort to gain control of the airline. The actual
holdings of the pro-Soviet purchasers are not known, and it
may be necessary for the Iranair Board of Directors t¢ fore-
stall a meeting of the stockholders while the board attempts
to obtain proxies insuring control of the company. Even if
successful, this maneuver can only provide a breathing spell.
Unless Iranair is reorganized and properly financed by
interests friendly to the western powers, control of the air-
- line will probably go to.the USSR by default. o
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FAR EAST
CHINA

Chiang Kai-shek is confronted with increasing msosit'mn
within the Ruomintang as well as sentiment for his removal and
for a settiement with the Communists. The legislature, which
has increasingly opposed the policies of the regime, has even
directed criticism toward Chiapg himself. The Generalissimo
still appears incapable of coping with the whole situation or of
taking steps to improve the ominous military outlook. Chiang
finds it difficult in choosing men for positions to subordinate

- such considerations as seniority, face, and personal loyalty to
the attributes of ability and integrity. On the other hand no
one leader has yet emerged capable of assuming Chlang 8 posi-
tion. Without Chiang, the country would probably revert to
regionalism, and Communist expansion would thereby be abetted.
Thus, while Chiang’s political collapse looks increasingly llkely,
it may not occur for several years

KOREA

The reluctance of the UN Te Commission on
Korea (ONTCOR) to treat the newiy-e{ecﬁe assembly as a
“‘national’’ body derives from the cautious position taken by
Syria, Australia, Canada, and possibly by India. The repre-
sentatives of these countries consider that the assembly cannot
be described as a “‘national’’ body because it does not represent
all Korea. Apprehension over possible Soviet reaction and a -
desire to keep the US in Korea apparently dccount for their stand.
In its public declarations, the Commission therefore has avoided
‘any reference to a “national assembly’’ but has announced its -
readiness to consult with ‘‘elected representatives.’’ The hesi-
tancy of UNTCOK can be expected to: (1) widen the rift between
South Korean leaders and the Commission by further decreasing
confidence in that body; and (2) add to the general confusion and
uncertainty among South Koreans about their future thus favor-
- ing the Communist position.
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SIAM

The Phibul government 18 dually losing prestige
ae a result of its slowness In ﬁlgé%rlwmsﬁc reforms, .
including the important one-of lowering the cost of living as
well as checking the profiteering activities of Army Deputy
Commander Kach and his assoclates. This loss in prestige
is somewhat counterbalanced by the increase in foreign ex-
change revenues resulting from an unexpected rise.in rice
exvorts. The increasing activities of onposition grouns may,
‘however, cause Phibul to use strong-arm methods as the only
means of achieving his objectives.

'BURMA

The change of Prime Ministers on 20 July may be
accompanied by a cabinet shake-up and a consequent tempo-
rary political stabilization. However, the irresponsibie and
opportunistic Peoples Volunteer Orﬂanizaﬁon (one of the two
major components of the coalition govemment) is likely to
keep on pressing for the inclusion of the Communists in the
government or may decide to join with the Communists in
destroying the Anti-Fascist League coalition. Thakin Nu is
retiring as premier in order to devote more attention to
strengthening League unity. While still in office, however, "
he must attempt to find some way to resolve the dﬂemma
~ecently created by his enunciation of a leftist unity program
‘which s incompatible with his declared belief in democratic

~ government. The new premier-designate, Bo Let Ya, is not
. an outstanding leader and has not yet publtcly commitied
himself to any program

INDONESIA |

The future of the UN G Offices has
been ;eOpardized seriously by the withdrawal ““for the time
being’’ of the Dutch delegation from negotiations with the
Indonesian Republic. The Dutch professedly base this action
on the fact that public release was made of an informal
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10 «f‘. ssiralian plan for future negotiations. I appascs, howerir,
ihut Informaltion concerning theze proposals wae re Iw- ol by
e Duteh themselves, Meanwhile, at The Hugue the Meineriands
Covziament contipees {o insie: tngu. it is in ne peuim';‘ to con-
aider a maloer decisice on Indenasia until afier the Dulch mhmal
g,eﬂ. tions iu Jaly. At the instipgation of the Dutch, however, uni-
inieral giscussions uu&siée thc GOC have been begun belween
vremier Patts of the Indohesian Republic 208 Acting Goversm-
Geaeral Ven Mook of the Netheriands fndies Govarnns at. Unloes.

{he Hatia~-Van Mool taliss ave vadxpeciaodly prodncfgw w GO
w11 Le conironted wWith almasi Gsaperable chsiacles in c.zti:.«J

an agveement between the two pariles.
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ECUADOR

In order to declare a Galo Plaza victory in the recent
presidential elections, the Ecusdoran Government apparently
is disqualifying votes received by Flor, the Conservative
candidate. Flor actually seems to have polled a majority, baut
the Government wishes Galo elected in order to fovestall 2
revolt by Galo’s supporters. The Government’s action, how-
ever, may lead to a coup by the Conservatives in combination
with Enriquez, the third candidate, to whom they reportedly

" have proposed joint revolutionary nction. The Conserva-~

tives have strong popular support. Low morale and dissension
within the Ecuadoran Army will presumably restrict its ability
to deal effectively with any disorders which may arise follow-
ing the announcement of election results, = |

VENEZUELA

, The seamen’s strike, which began 2board Venezuelan
tankers on 7 June, is not expected to last long enough to affect
the vitally important Venezuelan oil supply. The Communist-
dominated striking union controls only some of the seamen
on 18 Venezuelan tankers, and the Venezuelan seamen, who
belong to other unfons and who sail under other flags, have
shown no signs of cooperating with the strikers. The Vene-
zuelan Government is reported ready to take whatever measures

are necessary to force a settlement, if the situation grows more
serious. - ' o

PERU

President Bustamante may be ldsing his[much needed

-army support, both as a result of gains which Peru’s largest

party, APRA (non-Communist left), has made in army ranks
and 2s a result of conflict between Bustamante and his Cabinet,
L : . 17 -
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rich 38 reported to have resigned ina body. An a‘*my groun,
. i clusing General Marin, former Minister of War {(who s
alg o centtol a coasiderable portion of the Peruvinn Army),
i trying to find a2 compromise rcceptable both to A VRA apd
tﬂ .¢ president, but may withdraw. its support from Presicoent
Bvsiamante and realign itself with APRA. (Genera! Marin
alse is reported to have frustrated recent attempis 1o force
A FA underground erd to dissolve the Peruvian Coiress.)
‘The reported resignation of the entire Bustamante Cabinet,
presumably over the issue of dissolving Congress, suggests
- that President Bustamante may lose anti~APRA, right-wing,
army support, and that APRA may draw strength from the
cc-?lapse of the Bustamante -Army Cabinet.
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THF SOVIET WITHDR AWAY, FROM THE BERLIN
) KOMMAND’\TURA

The situation in Berlin has been further complicated ,
by a Soviet ‘‘walkout’’ from the 16 June meeting of the Berlin - \
¥ommandatura in a maneuver similar to the abrupt Soviet :
departure from the Allied Contrel Commission (ACC) in
March. Ag in the ease of the ACC, further meetings are not
scheduled, and the USSR may have decided to abandon com-
pletely the facade of quadripartite control of the German

. .capital.. Through this action, the Soviet Union has improved
its position for obtaining the consolidation of the Soviet Zone
necessary for formatign of an East German state or for seek-
ing, through ‘‘conciliation,’’ the establishment with the west-
ern powers of more advantageous working arrangements for ,
. Germany as a whole, of for Berlin in particular. Soviet and I
C ommunist propaganda will undoubtedly claim that this latest
Soviet action was forced by the six-power announcement of
plans for a provisional government of western Germany.
Agitation for western withdrawal from Berlin may increase,
but it appears doubtful that the USSR will make a formal de~
mand for such withdrawal.

. H the USSR should proceed directly with the tormation
of an east German state, the withdrawal from the Kommanda -
tura will provide Soviet propagandists with a2 ‘““legal’’ claim -
for the incorporation of the Berlin Soviet sector into the east-
ern zone and will make possible increased pressure for the
withdrawal of the western allies on the grounds that, having
partitioned Germany, the western powers have no place in the
Soviet Zone. ,

On the other hand cux‘rent Soviet tactics may be de-
signed to create an ‘emergency’’ situation which would either
force the western powers to call for renewed meetings of the

~ ACC or permit the USSR to take such action without loss of
. face. Through apparent concessious on the question of quadri-
partite control of Germany or thrwgh\the time-worn method

|
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o mwh:‘zni\. OhS*"‘L(ﬂﬁ niz ", i.?u Soviet Union cv'»si attermot
Lyvor ..‘,.g,,i zetings o Jem cne rezihvation. o iod :uué?ﬁ
,?"{.3' vontern {:‘g'r any., Inoany event, tha L?"“"{ \;l;'a‘_;l ‘i e

Lok fs. =@ £6 eonsotidite frther s aolitieal and cecacinis
ety

> ol the Soviet Doae and will be e'nru , AL gy e
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Curman state with pretenstions § sozerveig »:tw oTeT e
i counkry., L

"‘ii“ » . /b
SECRET

v . '

| Declassified and Approved For Release 2013/02/19 - /CIA-RDP78-01617A002000050001-3




O ] o B : .
R A e o
. 5 g

~ Dedlassified and Approved For Release 2013/02/19 : CIA-RDP78-01617A002000050001-3 . -

DITRIBUTION

ooooooooo

ooooooooo

32,23,24.

80,31,32. . ...

ooooooooo

¢ & & s s 2 e

i
|
!
|
!
I
!
!
!
l . 25,26,27,28,29.
!
!
!
!
!
!
I
i
!
|

The President
. Secretary of State |
. Chief of Staff to Commander in Chief
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. Secretary of the Army
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Chief of Naval Operations
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. Deputy Chiei of Staff (Orerations) U.S, Afr Force :

Deputy Chief of Naval Operations (Operations)

Director of Plans and Operations, U.S. Air Force

. Special Assistant to Secretary of State Research &
intelligence

Director of Intelligence, General Statf U.S. &rmy

Chief of Naval Intelligence

Director of Intelligence, U.S. Air Force

Director of Security and Intelligence,Atomic Energy Comm

Executive Secretary Military Liaison Committee Atomic
Energy Commission .

. Chief, Acquisition & Distribution Division,OICD ,Dept.State

. fDirector Federal Bureau of Investigation

Secretary, Joint Chiefs of Staff
Chief, Policy Planning Staff, Dept. State

. Secretary of State (Attention- Mr. Barnies)

Deputy Director, Joint Intelligence Group, Joint Staff

- Secretary, joint mteuigence Group, joint 3iafy

U.S. Air Force Representative on Joint Strategic
-Survey Committee ‘

. Secretary, State-Army-Navy-Air Coordinating Committee =

) .
Fs

4

Declassified and Approved\For Release 2013/02/19 : CIA-RDP78-01617A002000050001-3 - .., . ™.




Declassified and Approved For Retleas'e“2013/02/19 : CIA-RDP78-O1617A00200005000_1 -3

s
¥ N e
J‘. - .2
- .
2. A
S B
s
e The
32 :
Lo -
v .
- o F.
o ;
E B
RO
- PR B
RV l
: 2- .
,_<|
- - \

u. &mmm

asns & easm

Declassified and Approved For Release 2013/02/19 : CIA- RDP78 01617A002000050001-3

. . oL poe
k A ok ' . Lo E R ETI

——




